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ABSTRACT
Private residential care homes in the United Kingdom have undergone a
variety of management changes in recent years, many resulting from the
impacts of national policy changes. During the 1980s, the private residential
sector for older persons enjoyed substantial financial support for the care of
residents. However, since the 1990 National Health Service and Care in the
Community Act was implemented in 1993, homes have had to compete
with each other in a market, for a finite number of clients funded by
limited local budgets held by local authority purchasers. Based on a three-
stage quasi-longitudinal survey of over 100 residential care homes in one
county, this paper considers changes in the overall size and structure of a local
sector and discusses the specific management strategies that have been
adopted by proprietors. The withdrawal of guaranteed state support has
impacted heavily on residential home businesses. Indeed, many homes have
multiple vacancies and have been facing financial hardships. The paper
concludes with a discussion of the ethical and moral issues associated with
certain management decisions and their possible effects on residents.
KEY WORDS – residential care, markets, homes, management.
Introduction
During the 1980s, the number of private residential homes for older
people in the United Kingdom grew rapidly. The sector experienced
consistent growth until the implementation of the 1990 NHS and
Community Care Act (referred to subsequently as the 1990 Act) in
1993. This introduced sweeping changes, and a prime objective was to
keep elderly people in their own homes for as long as possible supported
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by community care services (Department of Health 1989a ; Raynes
1998). This was combined with the economic objective of introducing
local social care markets. In restricting the potential market for
residential homes, the reforms have subsequently had lasting effects on
the private residential sector.
This paper discusses changing policy orientations towards residential
care over the past 15 years. In particular, it assesses the extent to which
businesses are facing financial difficulties, and discusses different types
of home and their likely financial viability in the current climate. Many
are small private businesses which exist on the margins of profitability.
We further discuss how changing financial circumstances have
influenced management decisions which may have had an impact on
residents and affected their everyday experiences of residential life, and
also how national policy change can have a trickle-down impact
through vulnerable businesses on equally vulnerable residents.
Residential homes have been the subject of sustained interest in
British social policy, geographical, sociological and gerontological
research. Over the past two decades, homes policies, homes, their
proprietors, staff, and residents have been investigated from a number
of perspectives. Studies have considered spatial distribution (Phillips
and Vincent 1986a ; Hamnett and Mullings 1991), residents (Reed and
Roskell-Payton 1996 ; Reed et al. 1998), proprietors (Phillips and
Vincent 1986b ; Andrews and Kendall 2000), internal physical
organisation (Willcocks et al. 1982), financial arrangements (Willcocks
et al. 1987 ; Forder 1997), welfare issues (Bird 1984), registration,
inspection and quality standards (Bartlett and Phillips 1995b ; Goward
1995 ; Raynes 1998). Overall, the literature has explored issues in an
applied way and specific topics have been considered in much detail.
This current study adds considerably to this expanding body of
literature and complements Andrews and Phillips (1998, 2000) and
Andrews and Kendall (2000), by specifically focusing on homes in the
context of ‘care in the community’ policies.
Vacillating policies on the private residential sector
Over the past 15 years, private residential care for elderly people in the
United Kingdom, has been subject to a variety of public policy
orientations. During the 1980s, it benefited from encouragement by the
state of private enterprise in a range of sectors and, as a result, that
decade witnessed a considerable growth in the number of private
residential homes. This boom was underpinned by both national trends
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and local circumstances. More specifically, a policy of closing long-stay
hospital wards added to the numbers of potential clients for residential
homes, and effectively increased the size of the potential market
(Bartlett and Phillips 1996, 2000). In many localities, planning controls
were also relaxed, providing an opportunity for residential homes to
expand or to convert other premises. Declining tourist potential in
some coastal regions left a stock of properties suitable for residential
care homes (Phillips et al. 1986a, 1988 ; Andrews and Phillips 1998).
Retirement migration had also led to higher numbers of potential
clients in many of these areas (Law and Warnes 1976 ; Warnes and Law
1984 ; Warnes and Ford 1992). During much of the 1980s, the property
market was in a healthy boom period. Property was considered to be
a sound investment and provided an added attraction to owning a
residential home. Residential homes were exempt from local property
taxes (the ‘rates ’), providing a further incentive to starting such
businesses.
Thus, many conditions amenable to growth in the private residential
sector were in place in the early 1980s. Indeed, together they
constituted a favourable environment for the sector’s expansion. The
catalyst to the boom, however, and indubitably the single most
important factor underpinning it, was the introduction of what was in
effect guaranteed state support for residents in private old people’s
homes. This, in practice, financially guaranteed the residential sector.
It both reduced the risk involved in running such businesses and vastly
increased the potential number of clients. State support for residents
was perhaps the single most important explanation for the growth of
the private sector. From November 1983 until 1993, anyone with less
than a specified amount of savings automatically qualified for full state
benefits which would meet home fees without assessment and further
means testing. This naturally encouraged many more people to opt for
private residential care. Indeed, residential care businesses became
known for their financial security and profit-making potential. In spite
of the fact that the residential sector is dominated by small business, the
past 10 years have also witnessed the emergence of companies operating
large numbers of homes. The conditions promoting growth in small
businesses have also undoubtedly suited larger businesses.
In retrospect, it is probable that the full implications of the changed
funding arrangements were not recognised by the government during
the early 1980s. The numbers of private residential homes in the
United Kingdom rose from 2,255 in 1979 to 7,240 in 1986, an annual
increase of over 18 per cent (Phillips et al. 1988). Finance provided by
the social security budget for residential care for elderly people and
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people with physical and mental disabilities rose from £6 million in
1978 to £1–3 billion in 1991 (Walker 1993). Thus, by the late 1980s,
private residential care had become a significant drain on the public
care budget.
Initially, there was public support for a policy of privatisation and
expansion of the private care sector. In the early 1990s, however,
priorities changed markedly and a major aim became that of keeping
older people in their own homes and out of residential care for as long
as possible. Since April 1993, older people requiring care have been
assessed by social services departments and assigned a ‘care plan’. This
considers their physical requirements, the cost of care and client choice.
Although, this is clearly in line with the broad philosophy of care in the
community, Wistow (1995a, b) suggests that the immediate origins of
the 1993 reforms lay in the need to cash-limit social security spending
on residential and nursing home care.
Other facets of the government’s economic vision in the 1980s did
not sit well with the funding of private residential care. During the
1980s, new-right politicians held that private initiative and entre-
preneurship was a key to economic revival. Through the ‘enterprise
culture project ’, the Thatcher governments sought to undertake a two-
fold task. First, broad structural and institutional changes were enacted
throughout the economy, including the removal of restrictive practices
to enterprise in many sectors, the transfer of ownership and
responsibility from the public to the private sector, and the de-
velopment of markets. Second, the creation of an ‘enterprising spirit ’
in Britain was a broad cultural theme, promoted largely through
ideological statements and political rhetoric rather than through actual
legislation (Heelas 1991). Private residential home owners seized the
opportunity presented to them and they provided a much-needed
service and capacity for elderly care. Small businesses, like residential
homes, were regarded by government at the time as being the
cornerstone of a thriving economy. Therefore, in some respects,
residential homes ideally fitted the government’s new economic vision.
However, expansion in the private residential sector was based on
weak foundations. The irony of a private sector underpinned by the
public purse meant that it could not be regarded as a valid flagship of
private endeavour. In reality, it was far from the government’s ideal of
self-generating entrepreneurship.
This system of funding also conflicted with the continuing de-
velopment of care in the community. This has a long history in the UK
and the gradual evolution of policy through the 1970s and 1980s was
evident (Radford and Phillips 1985). The financial incentive for older
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people to opt for residential care ran counter to, and in many respects
defeated, the broader objectives of care in the community.
A further element of new-right ideology opposed the institutional
element of residential care. This was a ‘new moral authoritarianism’
which promoted the positive aspects of family, community and
‘traditional ’ social values. Allowing older relatives to enter residential
care and then relying on the state to fully support them, did not sit well
with such values. Some consensus did emerge between policy makers
and academics that the family model of care was the most appropriate,
and forms of care which were perceived to lie outside this approach
were denigrated, opposed or declared undesirable (Dalley 1988).
Indeed, for any political party, a priority on family care – or filial
piety – does not easily encompass residential care.
Residential care versus community care
The ‘residential care versus community care’ debate is longstanding
and continues both in political and academic spheres. Generally, the
community care critique of residential homes has been two-fold. Part
has focused on standards : the inability of communal living environ-
ments to provide independence and choice for residents and to protect
their civil liberties, and the inability of regulating bodies to ensure
adequate quality. For example, Peace et al. (1997) argue that, despite
greater regulation, residential care continues to de-personalise older
people. From a different perspective, Twigg (1997) argues that carers
are more likely to be controlling and obtrusive in residential settings.
Most recently, a Help the Aged report (Fisk 1999) suggests that
residential care has conceptually reached ‘the end of the line’. Homes
are criticised for reflecting institutional patterns of provision that
borrow from historical Poor Law philosophies, concerned with custody
as much as with care. A second line of criticism has been that homes are
places of stigma and social marginalisation. From this perspective, no
matter how much standards may be improved over time, residential
homes will always be imbued with negative associations that further
marginalise older people. Many academics and policy makers reject
residential care as a housing resource, other than for those with the
most severe forms of dependency.
Alternative views on residential care, however, are emerging.
Oldman and Quilgars (1999), in reviewing the debate, comment that
the in home}at home literature is dominated by a structured
dependency paradigm which depicts residential care (in home) as
institutional and ‘at home’ as the only means to personal control and
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freedom. They note that many authors have started to question
assumptions implicit in these critiques of residential care. Baldwin et al.
(1993), for example, argue that researchers often ignore the quality of
older people’s lives prior to moving into residential care. These authors
posit that residential care cannot be blamed for dependency and a
gradual reliance on others. In their view, institutionalisation may occur
regardless of the care setting. Reed and Royskell-Payton (1996) also
challenge the stereotyping of residential care and suggest that residents
of homes are not institutionalised victims separated from community
and society. Noro and Aro (1997), in a study in Finland, found that the
majority of residents in homes would prefer to stay in residential care,
rather than be cared for at home. Various national and local pressure
groups have refuted negative claims about institutionalisation. Rather,
residential care is seen as a positive and safe option for older people.
Care in the community may be ideologically sound, it is argued, but it
is financially impossible to achieve a satisfactory standard. Thus, the
debate on residential care and its considerable ethical and financial
implications, is far from concluding.
A blend of social, fiscal, political and philosophical factors
undoubtedly underpinned the change in policy from fulsome support
for the residential care sector to what is currently only partial. The
reforms withdrew guaranteed state support for residential care and,
since 1993, residential homes have had to compete for a smaller
number of clients funded by limited local care budgets. The financial
and social climate in which residential homes operate has changed
fundamentally and proprietors of homes now face a much less secure
future.
Regulating the residential sector
Legal responsibility for older persons in need of care in the UK is
divided. People who are suffering from illness are the responsibility of
health authorities, whilst those in need of care and support are the
responsibility of local authorities (Bland 1999 ; Royal Commission on
Long-Term Care 1999). Many older people fall into both categories
and the administrative distinction between health and social care has
often caused boundary disputes (Bland 1999). Indeed, the Royal
Commission’s financial recommendation is that, in future, the
distinction between medical}health care (provided free by the NHS)
and (means tested) social care should be abandoned and replaced by
a more inclusive system, where the state pays for nursing care and the
individual for his}her own subsistence.
https:/www.cambridge.org/core/product/97B610F9524E878AA7F7392DCB4AF1F7
Downloaded from https:/www.cambridge.org/core. Open University Libraryy, on 05 Jan 2017 at 15:54:36, subject to the Cambridge Core terms of use, available at https:/www.cambridge.org/core/terms.
Moral dilemmas and the management of private residential homes 605
Private residential care falls, under the present divide, into social
care, and its regulation, historically, has been undertaken by local
social services departments informed by national guidelines. Since the
1948 National Assistance Act, private residential homes have been
required to register with their local authority. The considerable
expansion of the private sector during the 1970s and 1980s, combined
with growing concerns over standards in homes, necessitated further
regulatory measures. The 1984 Registered Care Homes Act (amended
in 1991) defined the beginning of a new regulatory era. The national
code of practice (Wagner 1984) emphasised structural aspects such as
administration, the financial affairs of residents, the physical features of
homes and staffing. This was superseded by a new code (DoH 1989b)
which concentrated less on the structural features of businesses,
developing instead a model for evaluating care that used the more
abstract client-centred notions of privacy, dignity, independence,
choice, rights and fulfilment. Thereafter, there has been a steady trickle
of circulars and recommendations from the Department of Health and
the Social Services Inspectorate (Day et al. 1997).
Following the 1990 reforms, the roles of local authorities as both
inspectors and purchasers of care have been separated. Quasi-
independent inspection units were introduced in each local authority to
set local standards for care in homes (Bland 1999). These units are
situated ‘at arms length’ from purchasing departments within
authorities. Nationally, local authorities have been encouraged to
increase both the standards and frequencies of inspection. The impact
of this changing regulatory environment on the management of homes
remains unclear. However, one important feature (consistently cited by
proprietors) is the introduction of unannounced inspections by some
local authorities intended to ensure year-round maintenance of
standards. These have forced home owners to maintain staffing levels
and physical facilities at the required level at all times, with obvious
cost implications. Perversely, however, it is often the purchasing
departments within local authorities that have given proprietors the
greater cause for concern. Home owners in areas with an over-supply
of residential care often suspect that purchasers set unofficial minimum
standards when making purchasing decisions. These, some claim, are
far higher than the minimum standards required by inspection teams.
Whilst there is little research-based evidence to support these claims, it
does seem likely that, under market conditions, care will be purchased
from homes with the better facilities.
Variations in inspection standards and in the frequency of inspections
have led to calls for national standards (Day et al. 1997). For example,
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contract agreements between local authority purchasers and residential
care providers have been developed at the national level to increase the
protection of residents’ civil rights. In 2000, regulatory strategies will be
further standardised, and a National Standards Advisory Committee
should ensure consistency in their interpretation. Combined with
increasing competition between providers and rising expectations
among local purchasers, this should aid the continued improvement of
standards in homes.
A locality study in Devon
The 1990 Act introduced a policy, initiated and regulated through
central government. Implementation, however, was firmly placed with
local authorities. Between 1994 and 1997 we undertook a study of
proprietors and businesses in the county of Devon. It provided a
detailed perspective on one local setting. Advisory conclusions and
more general inferences may be drawn from the results about possible
outcomes in other localities facing similar market conditions.
Key to the choice of Devon as a case study was the county’s
prominence in the national geography of private homes and the
similarity of Devon’s market conditions to other key locations. A
considerable proportion of homes in Britain are in the counties on the
south coast, including Devon. Devon has more homes than any other
county in the UK (Harman and Lowe 1986, Phillips et al. 1988) and
so it has a certain significance as a setting for research in the UK. In
addition, the current study had the benefit of earlier research on the
management of private residential homes, with which comparisons
could be made. This had focused on attitudes amongst home owners in
the 1980s (Phillips and Vincent 1986a, 1986b ; Phillips et al. 1987a ;
Phillips et al. 1988). The potential differences in market conditions
between Devon and other counties, however, are not overlooked. In
other, less prominent, locations there may be less residential care
available and, as a result, less competition.
The current study was undertaken during and after the im-
plementation of the reforms. In 1994, there were just under 600 private
residential homes in Devon. Because homes varied in location, size and
registration categories, a stratified sample of 150 homes was drawn
which reflected the geographical distribution, the sizes of homes and
the distribution over registration categories, of the total population of
homes in the county. A total of 105 interviews (70 per cent) were
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successfully completed with the proprietors of homes in the summer of
1994. Follow-up questionnaires were sent to the same proprietors one
year later, of which 43 (41 per cent) were successfully completed and
returned. This was repeated three years later, in 1997, and 47 responses
(45 per cent) were returned. The lower response rates for the follow-up
surveys were expected but nevertheless permitted an important
longitudinal perspective on developments. Response rates were also
typical, or somewhat better, than those achieved in studies investigating
the private residential sector, often seen as a closed-door industry.
The main reason given by proprietors when declining an interview
was that they could not afford to give the time required. The most
common reasons for incomplete interviews were either that the
proprietor could not be contacted despite repeat phonecalls, or that the
proprietor was away from the home at the arranged time.
In a pilot study, interviews were tape-recorded but it was evident
that many proprietors held back information as if believing that the
tapes could have been used ‘ in evidence against them’. Initial contact
with proprietors was invited through a telephone conversation during
which an interview time was agreed. In most cases interviews lasted
between 60 and 90 minutes. A flexible approach to data collection was
required as it was necessary to investigate and understand both the
financial circumstances facing the private sector as a whole and the
situation of individual business owners. In allowing both structured
responses and the opportunity to investigate certain issues in greater
depth, semi-structured interviewing with record sheets was the most
suitable method for gaining both macro and micro-scale perspectives.
Many other parties could speak with authority about the effect of
care in the community policy on the residential sector, including
employees of social services and staff in homes. Indeed, residents of
homes are perhaps best placed to comment on home life and care
quality. On the basis of our evidence, we argue that, to some extent,
home owners now find themselves and their residents facing similar
insecurities. The analysis is focused on management decisions and their
ethical implications. In part, the impact of national and local policy
change on residents and home life can be traced through the home to
the care received. In this respect, arguably, owner-managers of homes
are best placed to comment on this process.
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Trends in the size, shape and structure of the sector
Following the reduced availability of public funding for residents in
homes, some homes faced recruitment crises and concomitant financial
difficulties. The study did reveal a substantial increase in the number
of vacancies in residential homes. A majority of proprietors (84 per
cent) claimed that, directly before the introduction of the new policy,
they had had no vacancies in their homes. Fourteen months later, in
the summer of 1994, approximately half (52 per cent) of proprietors
claimed they had no vacancies. However, by the summer of 1995, the
figure had dropped to 27 per cent and by 1997 to 25 per cent. The
numbers of homes operating at the proprietors’ preferred capacity had
therefore significantly reduced and, indeed, proprietors frequently
claimed that, since the introduction of the care in the community
reforms, it has become much harder to fill bed spaces and maintain
occupancy levels. Particularly striking is the substantial increase in the
number of homes with multiple vacancies. In 1997 just under 30 per
cent of proprietors claimed to have three or more vacancies.
The profitability of small residential homes often depends on
whether any vacancies are left open. It is therefore perhaps not
surprising that a trend towards reduced profitability among homes is
apparent. Before April 1993, only 4–2 per cent of proprietors claimed
that their homes were barely breaking even or were making a loss. By
the summer of 1994, this figure had risen to 24 per cent; in 1995, it was
18 per cent, and in 1997, 25 per cent (Table 1). This appears to be a
sector in which businesses are facing much harder times, with many
more businesses now running at, or near to, a loss. The relatively high
numbers of homes operating near to or below their own estimated
profit thresholds has produced a steady trickle of business failures.
Indeed, five failed businesses from the initial sample of 150 homes were
recorded during the course of the study. However, the overall scale of
business failure has, by no means, been as catastrophic as proprietors
had initially predicted.
The study was able to determine what types of businesses were
succeeding under the present policy climate and what types were facing
the most severe financial difficulties. Homes vary considerably in size,
the majority being registered for between four and 25 bed spaces. The
size of a home is generally proportional to the size of the business as the
number of registered beds that are full determines the business’s
income. Smaller homes were found to be facing the most severe
financial problems. In 1994, 70 per cent of homes making a loss were
registered for 15 beds or fewer (Phillips and Andrews 1996, Andrews
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and Phillips 1998). One reason for this trend may be that larger homes
have a greater ability to cope with vacancies, the income lost from each
new vacancy being proportionally a smaller percentage of overall
turnover.
Homes also vary in their registration categories, which relate to the
dependency levels of residents. In Devon approximately two-thirds of
homes are registered to care for ‘active elderly ’ (AE) residents, the
other one-third being multi-registered to care for a variety of specialist
categories including ‘elderly mentally infirm’ (EMI) residents and
‘elderly physically disabled’ (EPD) residents. Multi-registered homes
have maintained a stronger financial position than AE homes (Phillips
and Andrews, 1996). For example, in 1995, 21 per cent of AE homes
compared with 15 per cent of multi-registered homes were barely
breaking even or were making a loss. However, given the relative
unsuitability of specialist category residents to be cared for in their own
homes supported by home care services, the differences in financial
viability with respect to registration category are not as great as may
have been expected. Evidence from the survey suggests that this may
be due to proprietors of AE registered homes keeping residents in their
homes for longer, whereas in the past they may have moved them on
if their condition deteriorated (Phillips and Andrews 1996).
Evidence from the survey suggests that existing trends will gradually
change the size and structure of the local residential sector. The present
over-supply of residential care suggests the local sector is likely to
contract gradually over time, whilst evidence on the financial viability
of different businesses suggests that the sector will increasingly cater for
more dependent clients. Perversely, the trend towards medium and
larger sized homes faring better under new policy conditions, appears
to conflict with the spirit of care in the community.
Although, this study is concerned with small residential businesses, in
the current financial climate, companies with large numbers of homes
may be in a more secure financial position. Whilst there is a lack of
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evidence, it may be that larger companies are in a better position to
negotiate fixed-term contracts with local authority purchasers, so
guaranteeing the occupancy levels of their homes.
Changes in management strategies
Proprietors’ perceptions of the security of their businesses often change
over time and it was clear that the new financial circumstances could
affect these perceptions. In turn, changed perceptions of security could
prompt a variety of important changes in care practices and
management strategies within homes. The study found that a number
of proprietors now felt less secure about the future of their businesses.
Ninety-five per cent of proprietors claimed that, before the introduction
of the care in the community reforms, they felt confident about future
business prospects. In the summer of 1994, the situation had changed
significantly and many more homes were in some degree of financial
difficulty. As a result, they had very different perceptions. Fewer than
one-half of proprietors felt secure; just over 27 per cent had mixed
feelings and 29 per cent stated that they felt insecure. Prior to the
implementation of the reforms, nearly all proprietors within this
business sector felt secure and optimistic ; now, varying degrees of
uncertainty and insecurity are commonplace.
Proprietors themselves could experience increased levels of stress as
a result of the many changes facing them. Self-assessed stress levels had
increased markedly among our proprietors. Sixty-four per cent claimed
that the reforms were causing them increased stress. They cited a
number of reasons, and over 70 per cent of responses could be
associated with worry about the future. They were concerned about a
variety of issues such as their ability to maintain profitability, and
potential levels of debt. Most proprietors had also witnessed the closure
of other local homes, and seeing this happen to similar businesses had
increased stress, especially when they knew those concerned on a
personal level : ‘Increased stress? Yes, I can’t pay the mortgage, the
bank is not happy. The future? The place is on the market. ’ Another
factor contributing to stress was the link to the proprietor’s own home:
some lived in a separate home but this would often be used as security
for the business. More often the proprietors and their families would
live in the residential home itself in a separated section of the building.
Under both circumstances business failure had had potentially
catastrophic consequences for families who could lose their home along
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with their livelihood. These understandable concerns are illustrated by
the following comment from a proprietor : ‘We are always tired now,
tired and worried. ’ Proprietors often described themselves as being
tired and emotionally drained (Phillips et al. 1988). Some claimed that
stress had negatively affected their work and family lives. The problem
was made worse for many by the long hours worked and this reduced
the opportunity to participate in outside interests. Moreover, some
suggested they were less likely to spend money on leisure, knowing that
their business was financially insecure.
These anxieties suggest a reality far from an optimistic and forward
looking business culture. Indeed, over one in three said they would
sell their residential home if it were possible. However, given the
latest policy changes, they are no longer regarded as such wise in-
vestments, and residential homes are now much harder to sell than
in the 1980s. Indeed, many proprietors now have negative equity. This
suggests that over one in three are being forced to continue to operate
in a caring business that they would rather quit. There is no evidence
to suggest that increased stress or a reluctance to continue in ownership
has negative consequences for residents. It is, however, unlikely that
proprietors would openly admit to incivility towards residents. These
findings confirm the potential dangers of leaving care ‘ to the market ’
(Forder et al. 1996). If there have been any positive developments
during the past five years, it is that some proprietors have become
used to the new regulations and their financial circumstances, and
demonstrate a begrudging acceptance of their situation.
Expenditure changes
The study found a range of changes in expenditure which were
evidently intended to ensure business survival. Many of these were
defensive and potentially deleterious for residents. However, a frequent
claim by proprietors was that, if their home faced financial problems,
they themselves would make financial sacrifices rather than cut the
operating costs of their businesses. They gave priority to the wellbeing
of residents before their own. For most proprietors, this appeared to be
an automatic decision, one that had not even been a matter for
consideration.
However, importantly, over 13 per cent of proprietors claimed that,
as a result of financial difficulties, they spent less now on luxury items
for their home and residents : day trips, Christmas and birthday
presents, for example. Although it is beyond the remit of this study to
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estimate the impact such cutbacks may have on the quality of care, it
is likely that they will have an influence on the home life of residents.
Over three-quarters of proprietors claimed not to have spent any less
on more essential items, goods and services that were necessary to the
operation of the home, including medical supplies, food, cleaning
equipment, maintenance tools, kitchen equipment, gardening and
window cleaning services. Whilst nine proprietors claimed now to
spend slightly less on these essential goods and services, none said that
they had reduced overall provision in these areas. Economies had, on
the whole, been implemented through finding cheaper suppliers or
through businesses undertaking additional activities, such as window-
cleaning, themselves. In undertaking such activities, proprietors may
be reducing the proportion of work hours dedicated to the personal
care of residents.
Amongst the heaviest expenditures in homes is staff wages.
Consequently, it may be expected that, under financial pressures,
proprietors will seek to reduce their overall numbers of staff. However,
perhaps unexpectedly, findings suggest that since 1993 the overall
numbers of staff employed in surviving businesses have increased rather
than decreased though the data show considerable movement both
ways. Within the 105 homes surveyed, eight full-time and 22 part-time
positions had been created between 1993 and 1997, whilst during the
same period one full-time and 20 part-time positions had been lost : a
net increase of seven full-time and two part-time positions. These
unexpected increases were attributed to the opening of community
services, stricter regulation and inspection, and incoming residents
being more dependent.
As an alternative, or in addition to job creation or contraction, it was
more common for proprietors to adjust the numbers of hours worked by
their staff. Care assistant jobs are traditionally non-unionised and few
workers are given contracts. Consequently, proprietors have the
flexibility to change the work hours of staff, especially those workers
employed part time or on a casual basis.
Finally, spending on wages was also controlled by reducing or
keeping static actual wage levels. Between 1993 and 1995, 52 per cent
of proprietors increased wage levels as usual in line with inflation whilst
46 per cent kept them static (effectively reducing wages). Only two
proprietors reduced wages. Most proprietors considered care assistants
to be already too poorly paid to endure meaningful wage cuts.
Reducing work hours and holding or reducing wage levels could
affect the morale of care assistants and so the care and home-life of
residents.
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Business diversification strategies
If healthy markets are truly to exist in social care, public finance can
arguably only be used to purchase services for which there is a demand.
Both central government and many local authorities have stressed to
residential proprietors the importance of adapting their services to meet
the demands of care in the community. With the introduction of a
marketplace, private interests are expected to diversify and provide
community care services for which a new or evolving market exists. In
this way, it is envisaged that proprietors could prosper under the new
policy by providing needed services. At the same time, social services
departments would be able to purchase many services which they
might otherwise have to provide themselves. The current reality in
Devon, however, appears far from this ideal.
Most proprietors seem to be aware of business diversification as an
issue: over 91 per cent of proprietors stated that they had knowledge of
their council’s support for it. However, only 23 per cent had, in
practice, diversified since the introduction of the new policy. The
proportion of homes diversifying into a particular type of service
reflects, to a certain extent, the relative ease with which it is possible to
reorganise, coupled with the degree of financial risk involved. For
example, reserving a bed to provide respite care is easier and cheaper
than setting up an outreach meals-on-wheels or home care service.
Reflecting this, we found that over 35 per cent of the new services being
provided by home-owners were respite care and only 14 per cent were
meals on wheels. The local council has stated that there is a demand for
most private community care services and that they are willing to
purchase these services. Proprietors, however, are basing their practical
decisions about what to provide more on ease and risk levels than on
demand or need in the community.
Certain types of business diversification will inevitably affect
residents in these homes and may have a negative impact. To residents,
the business is also a home. Witnessing meals on wheels leaving from
the kitchen, or sharing time with part-time or temporary residents
could change the relationship they have to their home. The term
‘family’ was often used by proprietors in describing the type of care
they provided and the atmosphere of their home. Proprietors tried to
separate the residential side of their business from the provision of other
services as much as possible. This is difficult, however, when these are
located on the same premises. In this way diversification could affect
the ‘ family atmosphere’ of the home.
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The changing role of the proprietor
A minority of proprietors could be described as being managers only,
taking no part in hands-on caring work. The vast majority, however,
had caring as well as managerial and administrative responsibilities in
their homes.
There are three main reasons why, in Devon, the implementation of
the reforms led to an increase in paperwork for proprietors. First,
proprietors claimed that new local referral procedures required more
time to be spent on paperwork than the previous system of central
government funding. Secondly, Devon County Council has encouraged
the adoption and improvement of written procedures such as daily
report books, care plans and periodical reviews of residents. Thirdly,
if a proprietor has diversified, these additional services will require
extra administration and management.
Council officers claim that proprietors should not, in theory, have
much more paperwork than in the past. They do, however, recognise
the greater emphasis being placed upon organisational procedures, and
that proprietors are now being encouraged to explain their services in
writing. Since 1993, Devon’s Registration and Inspection Department
have attempted to increase the thoroughness of home inspections, and
it is now much harder for proprietors to avoid completing certain
written procedures.
Over three-quarters stated they had experienced some increase in
the amount of paperwork undertaken as part of their job. This varied
between five and 15 extra hours per week. An increase in paperwork
will change the personal time allocations of proprietors. This may
produce changes in their perceptions of what their jobs involve and,
indeed, of what they have become. Proprietors may, in fact, consider
themselves to have a new or a changed role in their home. In the
majority of cases (62 per cent), this has occurred in addition to caring
work or what the proprietors term ‘hands-on work’. It was a common
claim by these proprietors that they could not afford to employ more
staff to cover caring duties while they undertook additional managerial
duties. In most cases, a proprietor would simply have to work longer
hours if they had more paperwork to complete.
Just under one in four of the proprietors stated that they now did less
caring work and more paperwork. The above changes had altered the
ways in which proprietors perceived their jobs and, to some extent, they
felt that their role had become slightly more managerial and less
caring. However small this shift might be, they were often unhappy
about any transition which conflicted with their original conception of
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residential home ownership. A common claim was that they had
entered residential home ownership to be a self-employed carer, not an
office worker. Comments from proprietors support this :
It’s paperwork for paperwork’s sake, I’m a carer not an office worker.
There’s loads more useless paperwork. I’m tied to the desk for hours.
There’s a lot more paperwork, now we have to quantify our care!
A small minority did not mind changes in work types :
There’s more paperwork, but I’m a manager anyway.
It seems that the majority were more interested in the applied caring
side of their work rather than their business duties. It is clear that some
had fairly limited managerial backgrounds and this is reflected in their
stated aversion to officework. Indeed, the apparent skills bias towards
caring work might have far-reaching consequences. The attraction to
caring duties is perhaps not surprising in light of the fact that many
proprietors are former nurses. Indeed, Andrews and Kendall (2000)
found 28–6 per cent of proprietors to be former nurses, whilst Phillips
et al. (1988) had previously found a higher figure at 50–8 per cent.
Other proprietors are happier undertaking managerial roles and,
indeed, this reflects how some have moved directly from the hotel sector
or other small businesses (Andrews and Kendall 2000 ; Phillips et al.
1988). It is also common in married business partnerships for the wife
to be a former nurse and the husband experienced in small business
ownership, the two backgrounds complementing each other. Indeed,
Bland (1999), in contrasting two approaches to ‘ the residential
task ’ – a service-led approach most common in private sector homes
(run by nurses and business people) and a more institutional social care
approach common in public sector homes – favours the former.
Certainly, the past employment experiences of proprietors will affect
the way in which care is delivered by them.
One important consequence of proprietors undertaking less caring
work is that everyday contact with residents may be reduced or may
change in nature. In the residential sector there has traditionally been
a rapid turnover of care staff, many of whom are young female workers
engaged in seasonal or casual employment. This rapid turnover
restricts the relationship residents have with caring staff and, as a
result, they often form closer bonds with the proprietors.
Ethical and moral issues in new policies of care
Proprietors may respond to financial hardships in a variety of ways
which may have ethical and moral implications. Of all potential
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management issues, these are the most important to consider because
they are perhaps the most difficult decisions for proprietors to make,
potentially with the greatest impact on residents. Three issues can be
identified as having strong ethical considerations : adoption of a ‘home
for life ’ policy; criteria for admissions, and changes in registration
categories.
Residential care proprietors can decide who continues to live in their
home. They may ask residents to move for a number of reasons. For
example, a resident’s health may deteriorate and the proprietor may
consider that better care could be found elsewhere. A resident may
become disruptive, aggressive or wander, or caring for them may
become too expensive. Some proprietors may retain residents regardless
of these factors. An important consideration, therefore is whether
changed financial circumstances have influenced discharge policies.
The proportion of proprietors claiming to provide a home for life has
remained high (89 per cent) and, five per cent claim that now they
keep people who, before the reforms, they may have moved on. The
reason for this is principally financial : it is now harder to fill empty bed
spaces and they are therefore less willing to discharge residents for fear
of not being able to fill the vacancy. Although evident in only a small
number of homes, this change raises ethical and moral questions
concerning the tensions between financially-based decisions and the
lives of residents. Some proprietors may increasingly care for people
whom ideally they would not care for, or who might be better placed
elsewhere. There could also be an impact on home life due to the
greater mix of types of resident. In defence of these decisions, proprietors
often stated that, if they did not keep people on in this way, then the
home might have to close and consequently no residents would then
have ‘a home for life ’. It was also claimed that keeping such residents
was justified in that social workers and doctors would not allow a
resident to remain if it were not in their best interests. It is beyond the
remit of this research to comment on such claims.
Regarding criteria for admission, proprietors did have different
policies. In order to create a desired culture or atmosphere, many
prioritised or restricted admission to particular groups such as
Christians, women or particular professionals. Most also indicated the
types of people they found most unsuitable for their home. In line with
Phillips and Vincent (1986a), violent, aggressive, wandering and
‘senile ’, people were the types most likely to be considered unsuitable
for admission. However, in 1986, no proprietor claimed not to take
whoever they could get, irrespective of behaviour and medical
condition. By contrast, in the current research nearly one in four
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Table 2. Potential changes in the registration categories of all homes
Proprietor’s reaction %
Already changed category (since 1993) 2–1
In the process of changing category 7–4
Would not consider changing category 47–4
Unable to change category (but would) 11–6
May consider changing category in future 31–6
Total (fl 100%) 95
proprietors claimed to do this. Additionally, one in three claimed that,
since the reforms, they had become less selective in the clients they
admitted. Proprietors often stated that they could no longer afford to
be selective. As with changed discharge policies, these changes could
have an impact upon home life by producing greater mixes in types of
resident in homes. It is also more likely that homes will be caring for
residents whom, under ideal circumstances, the proprietors would not
have admitted. This, in turn, may lead to a reduction in the quality of
care provided. In defence, proprietors reiterated that social workers
would not refer clients to inappropriate homes, especially as they now
had a greater choice between residential businesses, and again they
stressed that if they were not now less selective, their home might close,
forcing all remaining residents to leave.
It is clear that the most dependent people are the least suited to being
cared for in their own homes supported by care in the community
services and are the most likely to be referred to residential care
settings. Proprietors are also able to claim more money to care for
specialist category residents (such as people with senile dementia) than
for active elderly residents. This additional money is referred to as the
‘added attendance allowance’ and is used to provide more intensive
forms of care which might involve extra staff and specialist facilities.
Increased fees and the lure of a greater market have nevertheless
encouraged proprietors to change the registration of their homes to
cater for more dependent clientele. In 1994, over seven per cent of all
homes were in the process of changing between registration categories,
and over 31 per cent would seriously consider doing so in the future. It
appears that there are substantial changes already in progress and
there is a potential for this trend to become established (Table 2).
Multiple changes in the registration categories of homes will affect
the future balance of service provision and could lead to greater mixes
in types of residents in homes. Changing registration entails additional
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paperwork, re-organisation of procedures, the employment of ad-
ditional staff, and the purchase of new equipment. However, almost as
many multi-registered homes are in financial difficulties as are ‘active
elderly ’ homes, so changing registration categories may be an ill-
advised financial strategy.
Financially-based decisions that affect care practices are not
restricted to this sector and to this circumstance. They happen every
day throughout the health service. If health and welfare systems are
increasingly opened up to the marketplace they will, no doubt, become
commonplace in the future.
Conclusions
The residential sector in the UK has, over the past two decades, ex-
perienced inconsistent policies, ranging from positive state support to
restrictions on the sector’s expansion. In the 1980s it received ‘the
carrot ’ and in the 1990s it has received ‘the stick ’, arguably both to
excess. Before the 1990 reforms, there existed a successful subsidised
business environment for home owners. The reforms to community
care have entailed the withdrawal of guaranteed state support for resi-
dents and the introduction of social care markets. For home owners,
a significant downturn in their fortunes has followed.
Proprietors are implementing a variety of reactive and sometimes
radical strategies in order to remain profitable. It is clear that some
management decisions have far-reaching consequences. Indeed, many
of the recent changes implemented in homes have the potential
to adversely affect existing residents. The ethical and moral dilemmas
facing proprietors reflect, in many respects, ethical tensions inherent
within all private healthcare provision. In any market, suppliers must
seek to maximise profits in order to stay competitive. In the case of
healthcare, however, they must also provide a sensitive caring service.
These tensions pose particular problems in small caring businesses like
residential homes, where owners are both managers and carers and
often enjoy a close relationship with residents. This paper has focused
principally on the management of homes, but there is evidently a need
to investigate changes in home life and the lived experiences of
residents.
At the time of writing, there are no fundamental policy changes on
the immediate horizon: the present government intends to retain care
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in the community and social care markets. Current changes concern
increasing quality and standards within the present structure rather
than overhauling the basic framework. In the longer term, public and
political debate on the future funding of elderly care will inevitably
intensify, and the policy outcomes of this debate will have an impact on
the already fragile private residential sector.
The future size, structure and form of national residential care
provision is uncertain. In contrast with predictions of a withering
private care sector, Laing (1995) predicts that the industry will need to
double in size by 2040 to meet the demands of an ageing population.
This, however, will depend heavily on the extent to which care in the
community policies generate viable alternatives to residential care
(Day et al. 1997). Indeed, given even the most optimistic scenario on
the success of care in the community, it has been predicted that in the
long term the residential industry, rather than shrink in size, will
expand, but at a slower rate than in the past (Day et al. 1997). There
will obviously remain considerable geographical variations within the
UK, and the Devon survey has revealed trends in outcomes in existing
areas of over-supply. Financial failures in businesses, combined with
de-registrations, potentially signify the end of local one-hundred year
growth cycles in such areas. Given the continued policy orientation
towards care in the community, decline followed by stabilisation in the
sector is a likely outcome in places like Devon. However, the reforms
have not had the catastrophic consequences for the sector that some
had initially predicted. The potential for decline in the residential
sector will inevitably differ geographically, depending on existing levels
of local residential provision, the success of care in the community
facilities and the needs of local populations.
It is likely that residential care will increasingly be provided for those
with greatest dependency, who will generally be the oldest of the
population. This has important implications for the future shape of the
sector : the concept of the ‘retirement hotel ’ is likely to be consigned to
the history books. Such a change has obvious implications for the
quality of care in homes. If residents are the most dependent members
of society, they are also those in need of the most care and those most
vulnerable. The registration and inspection of homes has gradually
improved over the past decade. National standardisation and ‘patient-
centred’ perspectives should ensure continued improvements in homes.
Ironically, it is contrary to the spirit of care in the community if larger
homes are better able to survive policy changes than smaller, and
perhaps less institutional, environments. Certainly, the future of the
private sector and of the many thousand people for whom it provides
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a home, remains unclear. Consequently, both social care markets and
the residential sector remain important areas of research in the UK.
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